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FROM: 


DEPARTMENT O F  HEALTH 
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cn 360. TRENTON. N . I .  0 1 1 2 5  

interested parties 

christine G r a n t ,  D i r e c t o r  designate
Hospital Reimburserent, Health 
Planning and Resources development 

Rebundling of Nan-Physician services 

july 12, 1984 

The accompanying policy papers outline two overlapping but distinct 
aspects of the rebundling of non-physician services: 

'Re first describes the types of services which hospi 
tals may identify as rebundable and 
The second outlines the protocol proposed to be used by
the department staff and Hospital Rate setting commission 
to determine approval or disapproval of rebundled ser
vices as submitted by the hospital, and the appropriate 
charges that may be made for each. 

The protocol will be brought before the Hospital Rate S e t t i n g  commission 
for approval on August 1, 1984. 

comments m y  be submitted, i n  wr i t i ng ,  to me at the following address: 

N e w  Jersey Department of health . 
Hospital Reimbursment 
Ol 3 6 0 ,  Ram 601 
Trenton, XJ 08625 

If youhaveany questions, contac t  Steven bilsky at (609) 292-0088. 

CG:sVf 
Attachments 


c. Joseph I. Morris 



( P r e p a r e d  by Steven D. bilsky
July 12, 1984 

Since publication of this regulation, a number of questions h a v e  been 
r a k e d  concerning the rebundling of non-physician services. It is, there
fore, necessary for  the Department to offer an interpretation of this - 
lation, developing parameters within which reimburserent will be allowed 

specifically there are four areas dealing w i t h  the rebundling of non
physician services which require clarification: 

1. unbundling of services which are i n  the 1982 base 

4 .  Prior approval 

unbundling Services in the 1982 Base 

S i n c e  the 1984 DRG rates are based upon the 1982 hospital  actual cost 
costs for services provided by the hospital in the base yea r  are naturally 
in the DRG rate per case. Therefore, if a service was included in the 1982 
base, but is now provided by an outside vendor, the hospital is responsible
'for payment of these services from the reimbursement provided through ~ . e  
:DRG rates. H o w e v e r ,  i f  the hospital had unbundled these services during 
'1983, had. notified the department and had the associated costs removed 
from the rates, the hospital m y  request inclusion of these costs as re
bundled items. proof of m s  act ivi ty  must be provided to the Depart
ment. 
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This service cannot be billed as a ' rail charge ba tit is an itan
ized charge like any other. hospital would have to pay for this 
procedure out of the D X  rate per case. The reasan for this is that 
it has always been the Department's palicy (consfstem: with the regu
lations) that new technology and procedures can be reimbursed (for in
liers) onlyif a technology appeal or a clinical rate appeal is ap
proved by the Hospital Rate Setting commission Otherwise, it is as
summed that there are cost savings that offset the new costs .  

Certificate of Need 

In order for a vendor to perform an allowable rebundled senrice for  
hospital inpatients using major moveable equipment it will be neces 
sary for the vendor to have an approved C e r t i f i c a t e  of N e e d  ( C / N )  for 
t h i s  service. I n  general, these services include the use of major
meable equipment w i t h  a value Over $150,000. This requirement is 
made explicit in the emergency regulation approved on January 12, 1984, 
and h consistent w i t h  other S t a t e  and Federal regulations. 

Hospitals will be -red to &ament that the vendors of the re
bundled senices have an approved C / N .  

Prior approval 

Certain payers require "prior approval from vendors for the provision
of specific services or supplies. It should be noted that the rebundling 
regulation does not preclude a payer f ran requiring "prior approval". 
% admit t ing hospital should guarantee that any autside vendor perform 
ing a sentice for an inpatient has "prior approval" to do so. in most t 
cases, this refers to prosthetic devices being supplied to Medicaid 
patients. 

If prior approval is required by the payer and not obtained, the payer 
m y  determine that the s e r v i c e  or supply is not a axered benefit. 
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Prepared by S t e m  D. bilsky 
July 12,  1984 

- . .  . _  , 
the information is as follows 
1. 	 A list of a l l  non-physician services and supplies ( w i t h  the 

appropriate revenue codes) to h rebundled by cost center: 

2. 	 The costs, in 1984 rate year dollars, of each rebundled 
service or supply to the hospi ta l  ( i .e . ,  no hospital 
&-up factor applied); 

3 .  	 Total nunher of actual procedures for the rebundled ser
vices for january through 3531.' and the expected number 
for August through december This willbe reconciled to 
actual a t  F i n a l  r e c o n c i l i a t i o n  

4 .  	 development of the total cost for the rebundled sewices 
by cost center; 

5. 	 The nares of the external vendors performing ser
vices and, where applicable, proof of the e x i s t m e  of a 
Certificate of N e e d  (C/N Number) : and 

6 .  	 Cer t i f ica t ion  from the hospital. financial officer that the 
appealed itens are not i n  the (1982) rate base. 

example external 
RE- vendor approved 

COST REV BUNDLED performing 'IFYES, projected total 
* CIR. code SERVICE THE SERVICE show C/N m.1 charge COST-

RAD 1.7883 CAT S c a n  Hospital Yes 250 10 2,500 
2.7519 Digital Radiology yes 400 5 2,000 

Angiogram Group W 4,500 


